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Commission Staff Recommendation

Dear Ms. Howland:

On March 31, 2021, Aquarion Water Company of New Hampshire, Inc. (Aquarion or the
Company) filed a Petition (Petition), pursuant to RSA 369:1 and Puc 609.03, for approval of financing
for a $1,284,750 long-term loan from the New Hampshire Department of Environmental Services
(DES) PFAS Remediation Loan Fund (PFAS RLF). ! In combination with a grant of $428,250 from
the DES administered Drinking Water and Groundwater Trust Fund, Aquarion plans to implement a
solution to address PFAS concerns at its Mill Road well field (Mill Road).?

The Petition contained four requests: (1) find that the proposed loan of $1,284,750 is
consistent with the public good; (2) approve the requested financing in the amount of $1,284,750 by
issuing an order nisi, effective no later than June 30, 20201; (3) authorize the Company to do all
things, take all steps, and execute and deliver all documents necessary or desirable to implement and
carry out the proposed financing; and (4) approve any and all other relief as may be just and
reasonable under these circumstances.

After review, Commission Staff (Staff) recommends that the Commission approve Aquarion’s
financing request of a long-term loan from the PFAS RLF of up to $1,284,750, at the terms described,
or materially similar, in order to finance a solution to PFAS concerns at Mill Road.

As this is a financing request and the underlying project to be financed is not complete at the
time of this recommendation, Staff, additionally, recommends that the Commission rule that approval

L «per- and polyfluoroalkyl substances (PFAS) are a group of man-made chemicals that includes PFOA, PFOS, GenX, and
many other chemicals.” https://www.epa.gov/pfas/basic-information-pfas. ‘PFOA and PFOS... are very persistent in the
environment and in the human body — meaning they don’t break down and they can accumulate over time. There is
evidence exposure to PFAS can lead to adverse human health effects.” Id.

2 As a grant is not considered a financing, grants do not normally require Commission approval per RSA 369:1-4.



https://www.epa.gov/pfas/basic-information-pfas

of this financing does not limit or preclude the Commission from reviewing in a future rate case,
directly, the prudence, use, and usefulness of any specific project funded with the subject financing
proceeds. RSA 378:28; Public Service Company of New Hampshire d/b/a Eversource Energy, Order
No. 26,483 at 5 (May 14, 2021).

Staff, lastly, recommends and respectfully requests that a Commission order be issued for an
effective date no later than June 30, 2021 to allow the Company the opportunity to close on the loan
by August 5, 2021, at which time thereafter the interest rate may potentially change.

l. Background and Petitioner’s Positions

A. Request

On March 31, 2021, Aquarion requested authorization to secure a long-term loan of up to
$1,284,750 from the PFAS RLF. Petition at 9. The Company intends to use the loan proceeds in
conjunction with a DES grant in the amount of $428,250, in its efforts to implement a treatment
solution to PFAS concerns at Mill Road. Petition at 9-15.

The Company stated that the funds would be used for a proposed project that includes
“Granular Activated Carbon (GAC) treatment for Well 6, which is the well with the highest PFAS
concentrations.” Petition at 10.2 “The project includes a new raw water main to isolate Well 6 water
for treatment, GAC pressure vessels for PFAS removal, and building improvements for an existing
garage,” where the GAC vessels will be located. Id. According to an attached memorandum titled
Conceptual Evaluation of GAC PFAS Treatment for Well 6, “[i]nstalling GAC treatment in the
existing garage is the recommended approach to meet the goal of having treatment online by June
2021...[1]n addition, construction within the existing garage allows for future expansion to treat the
additional wells, if required in the future.” Petition at 21.

The finance request is inclusive of $161,432 already spent (related to planning and design and
a deposit on the first pair of GAC vessels) and the remaining costs of the project. Petition at 2 and
Staff 2-1. According to the Company’s pre-filed testimony, the loan is consistent with the public good
as it will enable the Company to continue to provide safe, adequate, and reliable water service to its
customers. Petition at 19. The Company also submitted documentation of loan approval from the DES
in the same amount. Petition at 36.

B. PFAS Concerns

The Company explained that since discovering relatively high PFAS measurements in Well 6
at Mill Road in 2017, the Company has been communicating regularly with local officials about the
issue. Petition at 11 and Staff 1-9, Attachment 1. Since that time, the presence of PFAS at the Well
Field has increased. Id at 25-26. Aquarion’s mitigation efforts to date include reducing the output of

3 Aquarion’s engineering consultant, Tighe & Bond, presented four alternatives to address PFAS treatment for Well 6. Petition
at 21, 28 and Staff 1-5, Attachment 1. According to the Company, the project selected, provides the most expedient solution,
avoids the potential for failure to meet water demand this summer, maintains PFOA compliance, and allows for expansion to
treat other wells in the future. Staff 1-5 and Staff 1-5, Attachment 1. The project selected, however, is also the greatest in terms
of cost.



Well 6 and the blending of the water from Well 6 with other surrounding Company wells to reduce
the concentration of PFAS introduced into the general water supply. Id at 11. The concentration of
PFAS, however, has risen in the unblended water sourced from at least two other wells, 9 and 11,
which are both down gradient from Well 6. Id at 11, 25-26. Aquarion explained that due to this down
gradient, if Well 6 is not used or is relocated, “it can be expected that the “plume” [of PFAS] would
simply progress towards Wells 11 and 9. Id at 21 and Staff 1-10. Further, the Company hopes the
remediation efforts at Well 6 will lessen the PFAS impact on Well 9 and 11. Id at 11 and Staff 1-10.

The Company indicates that absent the treatment to remove PFAS, there will be a substantial
loss of production capacity in just a few years. Petition at 10. Aquarion further contended that loss of
production from these wells would be significant as Mill Road provided 48 percent of the Company’s
water production from 2017-2020. 1d. The Company further stated that Well 6 alone provided 5 to 10
percent of total production during the high-demand months of June to August, and up to 10 to 15
percent of daily system production. Id.

According to the reasons and timeline stated above, the Company clarified through discovery
that their goal is to have treatment online by June 2021, or at least for the 2021 peak water demand
$eason to minimize operating risk (i.e. risk of not being able to meet water demands...). Staff 1-5.
Completion of the project might not take place until approximately October or November of 2021.
Staff 1-6.

The Company also submitted a letter from Mr. Randal Suozzo, P.E., from the DES Drinking
Water & Groundwater Bureau. Petition at 45. The letter specifically mentioned the importance of
Well 6, treatment of that well, and that the DES is “...in support of and recommend system
modifications which will maintain the required supply of safe drinking water and reduce the risk to
public health.” Id. at 45.

C. Loan Terms

The requested financing is for a term of 25 years with an annual interest rate of 1.55 percent, if
issued by August 5, 2021. Petition at 12-13. If the loan is not issued by that date, the rate may
fluctuate. 1d at 13. On August 5, 2021, the DES will establish a new interest rate, pursuant to its Env-
Dw 1400 rules, based on the 11-Bond Index, published the last week of July in the Bond Buyer,
provided by the New Hampshire treasury department. Staff 1-4.

Additional loan terms include; principal and interest payments to begin within one year of
substantial project completion or the scheduled completion date; no prepayment penalty; and interest
accrues for disbursed amounts on work already completed at 1 percent during the construction period,
which can be paid separately or added to the loan balance, as long as the new balance does not exceed
the DES approved limit of $1,284,750. Staff 1-3.

The Company also stated that one of the loan terms was possible principal reimbursement, up
to 50 percent. Petition at 13-14. Reimbursement, however, is primarily contingent upon “judgments or
settlements received by the state resulting from lawsuits against the manufacturers of PFAS.” Id. at 14.
Aquarion, lastly, stated if “insufficient funds are received by the state to cover 50 percent of the
principal, the reimbursement shall be prorated.” Id.



The Company requested an order nisi effective June 30, 2021. Petition at 5. The Company
contends that would allow them to proceed to Governor and Executive Council (G&C) approval at its
July 2021 meeting, which is required before the loan is executed. Id at 13. The projected timeline of
necessary financing approvals from the DES, PUC, and G&C, would allow Aquarion, furthermore, to
set the financing at the 1.55 percent interest rate before it is subject to potential change on August 5,
2021. Id.

The Company discussed other sources of financing, but argued that the terms offered by the
PFAS RLF are the best as no other lender is currently able to match the 1.55 percent interest rate or
the possible contingent principal reimbursement. Petition at 13-14. Therefore, the Company
concluded that a loan from the PFAS RLF was the most attractive option. Id. In further support,
Agquarion submitted financing approval from its Board of Directors. Id. at 43-44.

D. Rate Impact

The Company provided an estimate of the rate impact of the requested financing, as well as
the impact of the other three potential PFAS solutions. Staff 1-1. According to the Company, the
potential rate impact to an average, single-family, residential user would be an increase of $1.82 per
month for the proposed project.* Id. The impacts of the remaining three scenarios, as presented to
Aquarion by Tighe & Bond, on the monthly bill of an average, single-family, residential user, are
$1.06, $1.14, and $1.39. Id.

E. Public Good

The Company contends that the loan is consistent with the public good as it will enable
Aquarion to continue to provide safe, adequate and reliable water service to its customers. Petition at
19. The Company further stated that the water treatment project and its proposed financing through
the PFAS RLF will provide the most cost-effective solution in support of the PFAS remediation. Id.
Aquarion also argued that the terms of the financing through the RLF are very favorable compared to
other alternatives. Id. The Company also stated that the possibility of up to 50 percent contingent
reimbursement of the loan principal, resulted in lower financing costs than would be available through
other current debt financing options. Aquarion, lastly, stated that the proposed debt financing will
support moving toward a balanced capitalization ratio for the Company, which ultimately is favorable
to customers as a less expensive option to an equity infusion. Id. at 19-20.

1. Staff Analysis

Pursuant to RSA 369:1, public utilities engaged in business in this state may issue evidence of
indebtedness payable more than 12 months after the date thereof only if the Commission finds the
proposed issuance to be “consistent with the public good.” Analysis of the public good involves
looking beyond the actual terms of the proposed financing to the use of the funds and the effect on
rates to ensure the public good is protected. Appeal of Easton, 125 N.H. 205, 211 (1984). “[C]ertain
financing related circumstances are routine, calling for more limited Commission review of the
purposes and impacts of the financing, while other requests may be at the opposite end of the

4 See Staff 1-1 The Company indicated an average, single-family, residential user having a typical 5/8” meter uses
approximately 6 ccf of water per month.



spectrum, calling for vastly greater exploration of the intended uses and impacts of the proposed
financing.” Lakes Region Water Company, Inc., Order No. 25,753 (January 13, 2015) at 4-5, citing
Public Service Company of NH, Order No. 25,050, 94 NH PUC 691, 699 (2009).

The Commission engages in a more limited review for routine financing requests. Pennichuck
Water Works, Inc., Order No. 26,247 at 4 (May 3, 2019). A routine request is one that “will have no
discernable impact on rates or deleterious effect on capitalization, [and] in which the funds are to
enable ... investments appropriate in the ordinary course of utility operations.” Id.

Staff examined the filing and recommends Commission approval as a routine financing. Staff
contends that the Company has shown that the purpose of the funds, to treat water for PFAS
chemicals, is a necessary investment in the ordinary course of utility operations as it is meant to enable
the Company to provide safe, adequate and reliable water service to its customers. Petition at 2, 4.
Further, the requested finance amount does not present a deleterious impact to the Company’s
capitalization; rather, the request moves the Company’s capitalization closer to a 50:50 debt to equity
ratio. Petition at 41. Lastly, Staff does not believe the potential increase of $1.82 per month to the
average, single-family, residential customer disqualifies the Petition as a routine financing. Staff 1-1.
As such, Staff supports a Commission analysis of the Petition as a routine financing.

Staff recognizes many factors the Company considered in requesting this financing; the
importance of Mill Road in water production and meeting peak demands; the emergence of the PFAS
“plume” since specific measurements began in 2017; the increased presence of those contaminants,
and the temporary nature of past mitigation efforts, including reduced output and blending from Well
6. Petition at 10-11. Staff is also aware of the support from DES to find and implement a long-term
solution to the PFAS concerns at Mill Road. Id. at 45.

Lastly, Staff agrees with the Company that the terms of the financing from the PFAS RLF are
the most economically attractive terms. The other financing options discussed were not as favorable,
from both an interest rate and from the possibility of the contingent principal reimbursement
perspective. Staff agrees that any other financing option would only increase the resulting rate impact
to the customers. Additionally, there is no evidence that such an increase in financing costs would
provide any additional benefits to the customers. Petition at 12-14.

Staff, however, does not make its recommendation based upon the possibility of principal
reimbursement as it is too remote and intangible for Staff to consider in its analysis. As the Company
explained, there are several requirements that must be met and steps taken before this loan is eligible
and receives such a reimbursement. Petition at 14. Further, such reimbursement may be any amount
between 0 and 50 percent of the remaining principal balance, if a reimbursement is ever awarded, and
would only result in a decrease to the rate impact. Id. Lastly, as this request is only for the financing,
the issue of principal reimbursement should not be considered a factor as it is more appropriately
reviewed when the Company petitions for recovery of the final costs through customer rates.

For these reasons, Staff concludes that Aquarion has demonstrated that the proposed use of
funds is appropriate, and that the financing is consistent with the public good and should be
authorized, pursuant to RSA 369:1 and RSA 369:4. Furthermore, Staff concludes that the financing is
consistent with Aquarion’s duty to provide safe and adequate water service, per RSA 374:1, and that



the financing, inclusive of amounts already spent, allows the Company to continue making
investments in the ordinary course of utility service. As such, Staff recommends Commission
approval of the financing.

As this is a financing request and the underlying project to be financed is not complete at the
time of this recommendation, Staff, additionally, recommends that the Commission rule that approval
of this financing does not limit or preclude the Commission from reviewing in a future rate case,
directly, the prudence, use, and usefulness of any specific project funded with the subject financing
proceeds. RSA 378:28; Public Service Company of New Hampshire d/b/a Eversource Energy, Order
No. 26,483 at 5 (May 14, 2021).

1. Summary

Staff supports Commission approval of the Company’s financing request for the above-
mentioned reasons and with Staft’s additions.

Finally, Staff respectfully requests that a Commission order in this docket be issued with an
effective date no later than June 30, 2021 to afford the Company the opportunity to obtain the loan
terms discussed.

Thank you for your attention and assistance with this matter. If you have any further
questions, please do not hesitate to contact me.

Sincerely,

/sl Anthony J. Leone

Anthony J. Leone
Utility Analyst

cc: Service List



AQUARION WATER COMPANY OF NEW HAMPSHIRE, INC.
2021 PFAS RLF FINANCING REQUEST

DW 21-072

Aquarion Water Company's Responses to Staff Data Requests—Set 1

Data Request Received: April 14, 2021 Date of Response: April 26, 2021
Request No.: Staff 1-1 Witness: J. Walsh / D. Smiarowski

REQUEST: Petition and Bates number 21
Please provide, and explain, the monthly bill impact to an average residential
customer of the Company for all of the options presented to the Company by
Tighe & Bond (Bates number 21) clearly indicating which option the Company
chose. Please provide the figures exclusive of the possibility of the contingent
principal reimbursement.

RESPONSE: The monthly bill impact to an average residential customer using a 5/8” meter and
consuming 6 CCF per month is summarized in the table below. Refer to Staff 1-1
Attachment 1 for supporting calculations.

Existing Garage New Garage
8’ 1 pair 8’ 2 pair 8’ 1 pair 8’ 2 pair

Chosen

Option
Service charge $ 15.60 $ 15.60 $ 15.60 $ 15.60 $ 15.60
Rate per CCF $4.536 $27.22 $27.22 $27.22 $27.22
WICA 7.50% $ 3.21 $ 3.21 $ 3.21 $ 3.21
Mthly bill @ current
authorized rates $ 46.03 $ 46.03 $ 46.03 $ 46.03
Rate impact of project 3.01% 3.98% 2.31% 2.48%
Proforma monthly bill $47.41 $ 47.85 $47.09 $47.17
Monthly bill impact $1.39 $1.82 $1.06 $1.14




MONTHLY BILL IMPACT - OPTION EXISTING GARAGE - 8' VESSELS (1 PAIR)

Aquarion Water Company of New Hampshire

Staff 1-1 Attachment 1
DW 21-072

Line Project uol Proforma

No. Account Description Impact Impact

1

2 PFAS Treatment 1,200,000

3 Grant / loan reimbursement

4 Net Plant Investment 1,200,000

5

6 Authorized weighted cost of debt 3.58%

7 Authorized Return on Rate Base 7.49%

8 Revenue conversion factor 1.3714

9

10 Operating Revenues - S 230,271 $ 230,271
11 Operating expenses 60,250 60,250
12 Depreciation 37,920 37,920
13 Property tax 24,816 24,816
14 Income Taxes (44,956) 62,364 17,408
15 Total Operating Expense 78,030 $ 62,364 S 140,394
16

17 Utility Operating Income (78,030) $ 167,907 $ 89,877
18

19

20

21 Tax Calculation

22 Income before Income Taxes (122,986) S 107,285
23 Interest Expense @ cost of total debt (43,008) (43,008)
24 State Taxable Income bef loan grant (165,994) S 64,277
25 Loan grant/reimbursement - -
26 State Taxable Income (165,994) S 64,277
27 State Income Tax at 7.7% (12,782) 4,949
28

29 Federal Taxable Income (153,213) 59,328
30 Federal Income Tax at 21% (32,175) 12,459
31

32 Total Income Taxes (44,956) S 17,408
33

34

35

36 Total authorized revenue S 7,650,000
37 PFAS project without grant and reimbursement [line 10 / line 36] 3.01%
38

39 Typical Bill for a residential customer with 5/8" and monthly consumption of 6 ccf
40 Service charge 15.60 S 15.60
41 Rate per CCF 4.536 S 27.22
42 WICA 7.50% S 3.21
43 At current authorized rates S 46.03
44 Rate impact of project [line 37] 3.01%
45 Proforma monthly bill S 47.41
46 Monthly bill impact [line 45- line 43] S 1.39



MONTHLY BILL IMPACT - OPTION EXISTING GARAGE - 8' VESSELS (2 PAIR)

Aquarion Water Company of New Hampshire

Staff 1-1 Attachment 1
DW 21-072

SELECTED OPTION
Line Project uol Proforma

No. Account Description Impact Impact

1

2 PFAS Treatment S 1,713,000

3 Grant / loan reimbursement

4 Net Plant Investment 1,713,000

5

6 Authorized weighted cost of debt 3.58%

7 Authorized Return on Rate Base 7.49%

8 Revenue conversion factor 1.3714

9

10 Operating Revenues S - S 302,956 $ 302,956
11 Operating expenses 60,250 60,250
12 Depreciation 54,131 54,131
13 Property tax 35,425 35,425
14 Income Taxes (57,199) 82,050 24,850
15 Total Operating Expense S 92,607 $ 82,050 $ 174,656
16

17 Utility Operating Income S (92,607) S 220,907 $ 128,300
18

19

20

21 Tax Calculation

22 Income before Income Taxes S (149,806) S 153,150
23 Interest Expense @ cost of total debt (61,394) (61,394)
24 State Taxable Income bef loan grant S (211,200) S 91,756
25 Loan grant/reimbursement - -
26 State Taxable Income S (211,200) S 91,756
27 State Income Tax at 7.7% (16,262) 7,065
28

29 Federal Taxable Income (194,938) 84,691
30 Federal Income Tax at 21% (40,937) 17,785
31

32 Total Income Taxes S (57,199) S 24,850
33

34

35

36 Total authorized revenue S 7,650,000
37 PFAS project without grant and reimbursement [line 10 / line 36] 3.96%
38

39 Typical Bill for a residential customer with 5/8" and monthly consumption of 6 ccf
40 Service charge S 15.60 S 15.60
41 Rate per CCF S 4.536 S 27.22
42 WICA 7.50% S 3.21
43 At current authorized rates S 46.03
44 Rate impact of project [line 37] 3.96%
45 Proforma monthly bill S 47.85
46 Monthly bill impact [line 45- line 43] S 1.82



Aquarion Water Company of New Hampshire

MONTHLY BILL IMPACT - OPTION NEW GARAGE - 8' VESSELS (1 PAIR)

Staff 1-1 Attachment 1

DW 21-072

Line Project uol Proforma
No. Account Description Impact Impact
1
2 PFAS Treatment 920,588
3 Grant / loan reimbursement
4 Net Plant Investment 920,588
5
6 Authorized weighted cost of debt 3.58%
7 Authorized Return on Rate Base 7.49%
8 Revenue conversion factor 1.3714
9
10 Operating Revenues - S 176,713 §$ 176,713
11 Operating expenses 46,279 46,279
12 Depreciation 29,091 29,091
13 Property tax 19,038 19,038
14 Income Taxes (34,504) 47,859 13,355
15 Total Operating Expense 59,904 $ 47,859 S 107,763
16
17 Utility Operating Income (59,904) $ 128,853 $ 68,950
18
19
20
21 Tax Calculation
22 Income before Income Taxes (94,408) S 82,305
23 Interest Expense @ cost of total debt (32,994) (32,994)
24 State Taxable Income bef loan grant (127,402) S 49,311
25 Loan grant/reimbursement - -
26 State Taxable Income (127,402) S 49,311
27 State Income Tax at 7.7% (9,810) 3,797
28
29 Federal Taxable Income (117,592) 45,514
30 Federal Income Tax at 21% (24,694) 9,558
31
32 Total Income Taxes (34,504) S 13,355
33
34
35
36 Total authorized revenue S 7,650,000
37 PFAS project without grant and reimbursement [line 10 / line 36] 2.31%
38
39 Typical Bill for a residential customer with 5/8" and monthly consumption of 6 ccf
40 Service charge 15.60 S 15.60
41 Rate per CCF 4.536 S 27.22
42 WICA 7.50% $ 3.21
43 At current authorized rates S 46.03
44 Rate impact of project [line 37] 2.31%
45 Proforma monthly bill S 47.09
46 Monthly bill impact [line 45- line 43] S 1.06



Aquarion Water Company of New Hampshire

MONTHLY BILL IMPACT - OPTION NEW GARAGE - 8' VESSELS (2 PAIR)

Staff 1-1 Attachment 1
DW 21-072

Line Project uol Proforma

No. Account Description Impact Impact

1

2 PFAS Treatment 1,011,264

3 Grant / loan reimbursement

4 Net Plant Investment 1,011,264

5

6 Authorized weighted cost of debt 3.58%

7 Authorized Return on Rate Base 7.49%

8 Revenue conversion factor 1.3714

9

10 Operating Revenues - S 189,560 $ 189,560
11 Operating expenses 46,279 46,279
12 Depreciation 31,956 31,956
13 Property tax 20,913 20,913
14 Income Taxes (36,668) 51,338 14,670
15 Total Operating Expense 62,480 $ 51,338 $ 113,818
16

17 Utility Operating Income (62,480) S 138,221 S 75,741
18

19

20

21 Tax Calculation

22 Income before Income Taxes (99,148) S 90,412
23 Interest Expense @ cost of total debt (36,244) (36,244)
24 State Taxable Income bef loan grant (135,392) S 54,168
25 Loan grant/reimbursement - -
26 State Taxable Income (135,392) S 54,168
27 State Income Tax at 7.7% (10,425) 4,171
28

29 Federal Taxable Income (124,967) 49,997
30 Federal Income Tax at 21% (26,243) 10,499
31

32 Total Income Taxes (36,668) S 14,670
33

34

35

36 Total authorized revenue S 7,650,000
37 PFAS project without grant and reimbursement [line 10 / line 36] 2.48%
38

39 Typical Bill for a residential customer with 5/8" and monthly consumption of 6 ccf
40 Service charge 15.60 S 15.60
41 Rate per CCF 4.536 S 27.22
42 WICA 7.50% S 3.21
43 At current authorized rates S 46.03
44 Rate impact of project [line 37] 2.48%
45 Proforma monthly bill S 47.17
46 Monthly bill impact [line 45- line 43] S 1.14



AQUARION WATER COMPANY OF NEW HAMPSHIRE, INC.
2021 PFAS RLF FINANCING REQUEST

DW 21-072

Aquarion Water Company's Responses to Staff Data Requests—Set 1

Data Request Received: April 14, 2021 Date of Response: April 26, 2021
Request No.: Staff 1-2 Witness: J. Walsh / D. Smiarowski

REQUEST: Petition at 1 and Testimony of John Walsh and Donald Smiarowski (Bates

number 13, 14)

The Company’s petition describes the possibility of “up to 50 percent contingent

reimbursement of the loan.” Bates number 1. Please explain further the following

questions and the effect on the Company and rate-payers if the Company was

awarded principal reimbursement:

a) The effect, if any, on the loan terms and monthly repayment amount; and

b) The effect, if any, on the monthly bill impact of an average residential
customer; and

C) The effect, if any, on the Company’s Net Utility Plant, CIAC, and
associated depreciation; and

d) The effect, if any, on the taxes of the Company.

RESPONSE:

a)

b)

Any contingent reimbursement amounts will decrease the principal amount owed.At the
time of award, if the remaining principal is less than the award amount then the
difference shall be reimbursed. However, if the remaining principal is larger than the
reimbursement, then the monthly payments would remain the same but the loan term
would be decreased. The loan may be repaid in whole or in part prior to the stipulated
date with no repayment penalty.

Customer rates would not be changed outside of a general rate proceeding. The Company
has prepared Staff 1-2 Attachment to demonstrate the proforma impact of a 50 percent
reimbursement of the loan. As stated in response d.) below, a contingent reimbursement
will result in an increase to the Company’s federal taxes. In the pro-forma demonstration,
the Company has included an assumption that the financial impact of the increased taxes
would be amortized over a period of 5 years to reflect a more reasonable effective tax
rate. The resulting monthly bill impact is an increase of $1.28, a $0.54 reduction to the
$1.82 bill impact increase reported in Staff 1-1, which did not assume any loan
reimbursement

Any contingent reimbursement of the loan will result in a reduction of the Company’s
Net Utility Plant, as the reimbursement will be recorded as CIAC, and depreciation
expense.



AQUARION WATER COMPANY OF NEW HAMPSHIRE, INC.
2021 PFAS RLF FINANCING REQUEST

DW 21-072

Aquarion Water Company's Responses to Staff Data Requests—Set 1

Data Request Received: April 14, 2021 Date of Response: April 26, 2021
Request No.: Staff 1-2 Witness: J. Walsh / D. Smiarowski

d) Any contingent reimbursement of the loan will be taxable income to the Company in
accordance with IRS Section 118 and will result in an increase to the Company’s federal
tax expense.



Aquarion Water Company of New Hampshire

Staff 1-2 Attachment 1
DW 21-072

PROFORMA MONTHLY BILL IMPACT - OPTION EXISTING GARAGE - 8' VESSELS (2 PAIR)
with 50% loan reimbursement

Line Project uol Proforma
No. Account Description Impact Impact
1
2 PFAS Treatment S 1,713,000
3 Grant / loan reimbursement (1,070,625)
4 Net Plant Investment 642,375
5
6 Authorized weighted cost of debt 3.58%
7 Authorized Return on Rate Base 7.49%
8 Revenue conversion factor 1.3714
9
10 Operating Revenues S - S 212,931 $ 212,931
11 Operating expenses 60,250 60,250
12 Depreciation 20,299 20,299
13 Property tax 13,284 13,284
14 Income Taxes 13,318 57,668 70,986
15 Total Operating Expense S 107,151 $ 57,668 $ 164,819
16
17 Utility Operating Income S (107,151) $ 155,263 $ 48,111
18
19
20
21 Tax Calculation
22 Income before Income Taxes S (93,833) S 119,098
23 Interest Expense @ cost of total debt (23,023) (23,023)
24 State Taxable Income S (116,856) S 96,075
25 State Income Tax at 7.7% (8,998) 7,398
26 Federal Taxable Income (107,858) 88,676.92
27 Loan grant/reimbursement 1,070,625 1,070,625
28 Amortize recovery from rate payer 5 214,125 214,125
29
Federal Taxable Income after CIAC [Line 26+
30 Line 28] 106,267 302,802
31 Federal Income Tax at 21% 22,316 63,588
32 Total Income Taxes S 13,318 S 70,986
33
34
35
36 Total authorized revenue S 7,650,000
37 PFAS project without grant and reimbursement [line 10 / line 36] 2.78%
38
39 Typical Bill for a residential customer with 5/8" and monthly consumption of 6 ccf
40 Service charge S 15.60 S 15.60
41 Rate per CCF S 4.536 S 27.22
42 WICA 7.50% S 3.21
43 At current authorized rates S 46.03
44 Rate impact of project [line 37] 2.78%
45 Proforma monthly bill S 47.31
46 Monthly bill impact [line 45- line 43] S 1.28



AQUARION WATER COMPANY OF NEW HAMPSHIRE, INC.
2021 PFAS RLF FINANCING REQUEST

DW 21-072

Aquarion Water Company's Responses to Staff Data Requests—Set 1

Data Request Received: April 14, 2021 Date of Response: April 26, 2021
Request No.: Staff 1-3 Witness: J. Walsh / D. Smiarowski

REQUEST: Petition at 1
Please verify the terms of the loan, including:

a) When loan repayment commences;

b) If interest accrues during the project construction period, and at what
interest rate;

C) If interest accrues, how is the accrued interest accounted for; and

d) If available, how excess loan proceeds will be accounted for if the cost of

the project is lower than expected.

RESPONSE:

a.) Principal and interest payments will begin within one year of substantial project
completion or the scheduled completion date. The loan may be repaid in whole or in part
prior to the stipulated date with no repayment penalty.

b.) Interest accrues only for the amount disbursed for work already completed at a rate of 1%
during the project construction period. Disbursement requests can be made monthly. The
interest accrued during the construction period can be paid prior to the beginning of
repayment, at the time of the first payment and/or be added to the outstanding principal
(as long as balance does not exceed $1,284,750).

c.) The interest would be accounted for as interest expense. As stated above, the interest
during construction can be paid prior to the beginning of repayment, at the time of the
first payment, and/or be added to the outstanding principal (as long as the balance does
not exceed the approved amount of the loan ($1,284,750). Any amounts above the
approved loan amount will be borne by the Company.

d.) The loan repayment schedule will be based on the final project cost. Excess loan
proceeds, if any, will go back into the PFAS RLF.



AQUARION WATER COMPANY OF NEW HAMPSHIRE, INC.
2021 PFAS RLF FINANCING REQUEST

DW 21-072

Aquarion Water Company's Responses to Staff Data Requests—Set 1

Data Request Received: April 14, 2021 Date of Response: April 26, 2021
Request No.: Staff 1-4 Witness: J. Walsh / D. Smiarowski

REQUEST: Petition at 1 and Testimony of John Walsh and Donald Smiarowski (Bates
number 13) Relative to the 1.55% interest rate:
a) Please explain how DES established the current 1.55% interest rate; and

b) Please explain how DES will establish an interest rate subsequent to
August 5, 2021.

RESPONSE:

a.) DES establishes the interest rates for all loans annually on the first Thursday in August
based on the 11-Bond Index (“BB11”°) published the last week of July in The Bond
Buyer, as provided by the New Hampshire treasury department. The Bond Buyer is a
daily finance newspaper that covers the municipal bond market and tracks 40 highly-
rated, long-term municipal bonds. The Bond Buyer publishes the BB11 for use as a
benchmark in tracking municipal bond yields. This is how the current rate was
established on August 6, 2020.

b.) The new rate will be established using the same methodology by DES on August 5,
2021. and every subsequent first Thurday in August.



AQUARION WATER COMPANY OF NEW HAMPSHIRE, INC.
2021 PFAS RLF FINANCING REQUEST

DW 21-072

Aquarion Water Company's Responses to Staff Data Requests—Set 1

Data Request Received: April 14, 2021 Date of Response: April 26, 2021
Request No.: Staff 1-5 Witness: John Walsh

REQUEST: Petition at 3, 5, 10
The Company requests approval of the financing by Order Nisi effective no later
than June 30, 2021. Bates number 5. Aquarion also states that the proposed
financing “will finance the project at a favorable interest rate of 1.55 percent if
issued by August 5.” Bates number 3. In pre-filed testimony, the Company
further claims that “[a]bsent treatment to remove PFAS, the practical effect will

be a substantial loss of production capacity in just a few years.” Bates number 10.
(Emphasis Added)

Given the timeframe related to the loss in production capacity stated above of
“years,” please provide and discuss all reasons for the necessity of an Order Nisi,
effective June 30, 2021, aside from the possible change in the interest rate on
August 5, 2021.

RESPONSE:

Please refer to Staff 1-5 Attachment 1 for Tighe and Bond’s Addendum to the Conceptual
Evaluation of GAC PFAS Treatment for Well 6 dated February 2021, and the Company’s
petition in this matter, Exhibit JPW-1 (Bates pages 21- 33). As described in section 1.3 of Staff
1-5 Attachment 1, the goal is to have PFAS treatment for Well 6 online for the 2021 peak water
demand season to minimize operating risk (i.e. risk of not being able to meet water demands and
risk of non-compliance in 2021 with PFOA MCL) resulting from the reduced production from
Well 6, as well as currently increasing PFAS concentrations in Wells 6 and 11.

Well 6 production capacity has already been reduced in order to comply with the PFOA MCL. If
PFOA concentrations continue to increase, additional reductions in production will be required

to maintain compliance with the PFOA MCL. Under current supply conditions (i.e. see Available
Water By Source in Staff 1-5 Attachament 1, Table 1-2), the system does not have adequate
supply to meet maxium day demands with the largest well out-of-service, as suggested by the
“Ten States” Recommended Standards for Water Works, used as a guideline by DES. Thus, loss
of a well during a peak demand period this year could result in the Company not being able to
meet water demands without risking non-compliance with the PFOA MCL. Having PFAS
treatment in operation for Well 6 will allow the Company to use this well at its full capacity,
which will mitigate the risk of not being able to meet water demands this summer.

The goal of having treatment online by June 2021 does not correspond to the timeline for the
loan, as construction is expected to commence prior to loan approval and construction costs prior
to loan approval will remain eligible for reimbursement under the loan program.



MEMORANDUM Tighe&Bond

Conceptual Evaluation of GAC PFAS Treatment for Well 6 -
Addendum

To: Mark Fois, Aquarion Water Company

FROM: James Collins, Tighe and Bond

Copy: Carl McMorran , Aquarion Water Company; Peter Galant, Tighe and Bond
DATE: April 21, 2021

This memorandum is an addendum to the Conceptual Evaluation of GAC PFAS Treatment for
Well 6 (Tighe and Bond, February 2021) to provide additional information and clarification of
the recommended alternative.

1.1 History

Aquarion Water Company has been monitoring per- and poly-fluoroalkyl substances
(PFAS) in the Hampton system since 2014. During sampling in 2016 and 2017, PFAS were
detected in 15 of the 16 production wells. In 2017 Aquarion retained the services of Tighe
and Bond to assist with evaluating PFAS management strategies. An initial feasibility study
was conducted in 2017 to evaluate PFAS blending and treatment alternatives [Mill Rd PFC
Treatment Analysis (Tighe and Bond, November 2017)]. Based on that evaluation, granular
activated carbon (GAC) and ion exchange (IX) were identified as recommended treatment
technologies. In 2018, bench-scale testing of GAC and IX was performed and a preliminary
design was prepared to better define treatment costs for PFAS [Mill Rd PFAS Preliminary
Treatment Analysis: Results from Bench-Scale Testing (Tighe and Bond, July 2018)]. The
preliminary design evaluated options for treating Well 6 with expansion to include the other
Mill Road wells. Bench-scale testing confirmed that GAC can effectively treat the Mill Road
wells, but the IX results were not consistent with other available data. Pilot-scale testing
was then completed from August 2018 to October 2019 to further refine GAC replacement
frequencies and evaluate IX treatment performance [Mill Rd PFAS Preliminary Treatment
Analysis: Results from Bench-Scale and Pilot-scale Testing (Tighe and Bond, September
2019)]. The pilot-scale testing results showed that GAC was the most effective treatment
technology for removing all PFAS compounds present in the Mill Road wells.

While conducting treatment evaluations, Aquarion maximized non-treatment alternatives to
provide the highest quality water to its customers while minimizing capital investments. In
2018, Aquarion moved forward with the design and construction of raw water mains to
enable the blending of the water from all the Mill Road wells before the water entered the
distribution system. Previously, the well field had four separate points of entry (POEs) to
the distribution system. With the new piping, all six wells were combined to provide
blending of the higher PFAS wells with water from wells with lower concentrations prior to
the distribution system. Operations of Well 6 was also updated to be the last well turned on
and first well turned off, based on demand, to reduce PFAS concentrations in the
distribution system.

In 2019, the New Hampshire Department of Environmental Services (NHDES) adopted
enforceable drinking water regulations for four PFAS with an effective date of September 30,
2019. However, in December 31, 2019, a court ruling barred enforcement of these
regulations. While being reviewed by the courts, legislation was signed in July 2020 that
established enforceable PFAS Maximum Contaminant Levels (MCLs) in New Hampshire.
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